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BULGARIA 


SUMMARY 


Bulgaria's economic performance during 1977 was below 
expectations of the annual pian, but it still was 
respectable. National income reportedly grew by 6.3 
percent, and industrial output grew by 6.8 percent. 
Agriculture showed a significant decline, dropping 6.3 
percent over 1976's level of output. Machine building 

and metallurgy continue to be the mainstays of the Bulgarian 
economy, but large investments in electronics and chemicals 
are causing these industries to grow rapidly. 


This year is the third year of the Seventh Five-Year Plan, 
and the 1978 annual plan calls for a continuation of the 
policies of reconstruction and modernization of existing 
industrial capacities. Major growth areas will be machine 
building, chemicals and rubber, electronics, and metallurgy. 
Agriculture is to rebound following 1977's decline, but 
with growth anticipated at only 5 percent; 1978's output 
total should still be some 2 percent below 1976's level. 
Bulgaria's foreign trade will continue to be closely 
integrated within the COMECON grouping, while aggressive 
action to reduce the hard currency deficit with its 
Western trading partners will continue during 1978. 


U.S.-Bulgarian commercial activity slowed somewhat during 
1977, largely as a result of declining U.S. agricultural 
sales and lower U.S. imports of Bulgarian tobacco (Bulgaria's 
main export to the United States). Two-way trade reached 
$41 million, down from 1976's level of $70 million. Lack 
of a most-fayored-nation agreement hampered commercial 
relations to some extent. Nevertheless, real and growing 
possibilities exist, and conditions are promising for 
moderate business relations between the two countries. 
American firms are welcomed as competitors on a wide 
variety of complete projects as well as for sales of 
technology, machines, and equipment. Bulgaria's main 
interest in U.S. products continues to be modern 
technology and equipment for electronics, chemicals, 
metallurgy, construction, and agriculture and food 
processing. 





PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Although falling short of the planned growth rate, 
Bulgaria's 6.3 percent growth in national income was 
respectable and compared favorably with other Eastern 
European countries. Nevertheless, it was considerably 
below the planned level of 8.2 percent and below last 
year's rate of 7.0 percent. Part of the slowdown may be 
attributable to agriculture's poor performance, which 

was adversely affected by unfortunate weather conditions 

at crucial points during the growing and harvesting season. 
However, the industrial growth rate also slowed to 6.8 
percent from last year's 8.0 percent pace and was well 
below the 9.2 percent projection. Light industry, retail 
sales, and construction also fell short of ambitious goals. 


Investment expenditures reached 5.7 billion leva (1 lev = 
$1.11 at current official exchange rate). Approximately 
4.3 billion leva of these investment funds were allocated 
to improve and upgrade the means of production. Of this 
amount, 2.9 billion leva ( or 68 percent) were used for 
reconstruction and modernization of existing facilities. 
Most of the investment was in machine building, metallurgy, 
chemicals and rubber, and electronics sectors, which 
comprise the main branches of the industrial economy and 
which have the highest priority for future development. 


Machine building and metallurgy fell under the same 
Ministry until end of 1977, when under a reorganization, 
metallurgy was integrated within the Ministry of Natural 
Resources. This sector was by far the most significant 
in Bulgaria's industry in 1977. But growth of this 
branch slowed somewhat, posting a 10 percent gain as opposed 
to 1976's gain of 13 percent. Individually, the machine 
building subbranch did better with a 13.8 percent growth 
rate, while the ferrous and nonferrous metals processing 
Subbranch Showed only a 6.3 percent gain. The Ministry 
was Singled out for not having met the annual plan. 
Production figures and growth rates for some specific 
product lines subordinate to the Ministry were: steel 
(2.6 million tons, up 5.2 percent), rolled ferrous metals 
(2.9 million tons, up 7 percent), internal combustion 
engines (10,740 up 44.9 percent), tractors (6,248 up 

5.6 percent), cast iron (1.6 million tons, up 3.7 percent), 
and lathes (5,928 up 0.4 percent). Cast iron, steel, 
internal combustion engines, lathes, tractors, and white 
tin sheet all have been identified as falling short of 
planned production levels. 





The chemical industry rebounded somewhat in 1977 following 
1976's sluggish performance. Output increased 12.3 percent 
last year following a 5.3 percent increase the previous 
year. However, the goal of the Five-Year Plan of an 80 
percent increase in output of this industry seems to be 

in jeopardy as output has grown only 17.7 percent since 
1976. Production of calcinated soda increased (1.2 

million tons, up 16.5 percent) as did fertilizer production 
(983,000 tons, up 8.7 percent), and synthetic textile fibres 
(7.9 million tons, up 13 percent). Fertilizer and sulphuric 
acid output failed to meet the Plan. During 1977, the Devnya 
calcinated soda plant, the chemical combine at Yambol, and 
the polyester fibre plant at Vidin expansion and modernization 
projects were reportedly completed. 


Output of the Ministry of Electronics and Electrical 
Engineering increased by 16.5 percent. Production of 
electric motors was up 18 percent, while output of magnetic 
disc and tape peripheral memories and electronic calculators 
reportedly exceed planned output for the first two years of 
the current Five-Year Plan, although no figures have been 
given. 


Agriculture was the main disappointment during 1977. Spring 
frosts, drought conditions, and fall rains contributed 

to the sector's poor performance. Losses from natural 
disasters have been officially set at 1.5 billion leva. 
Output declined by 6.3 percent and output of the food, wine 
and tobacco industry declined 0.7 percent. Production of 
nearly all major crops suffered, but fruits were especially 
hard hit. Grape output fell almost 30 percent and apple 
production was down 37 percent. Grains were also hit 

as wheat, barley, and grain corn all turned in lower 
performance than in 1976. Tobacco production fell to 
106,000 tons from 143,000 tons the previous year. 


Livestock levels showed little change from the previous 
year. The number of cattle increased only 0.8 percent, 
while swine numbers were down 1.6 percent. Sheep and 
poultry stocks both increased by approximately 4 percent. 


Agricultural investment by the State totalled 900 million 
leva during the year. Dairy facilities, swine fattening 
facilities, and poultry breeding combines were improved, 
and 174,000 decares of new agricultural areas were put 
under irrigation. 


As can be seen from the relative shares of investment, 
agriculture continues to receive less than heavy industry. 





Consequently, as a proportion of total output, agriculture 
and food processing has declined in proportion to total 
output as the share of heavy industry rises. Nevertheless, 
agriculture still accounts for slightly less than 30 
percent of national income and higher percentages of 
employment and exports. Following the reorganization 

of agriculture along the lines of agricultural industrial 
complexes -- large integrated farming units -- 1977 saw 

a re-emphasis on governmental efforts to increase output 

on private plots. This is being done by trying to ensure 
that the private individuals will have access to agricultural 
inputs in an overall effort to make each of the country's 
districts nearly self-sufficient in agricultural production 
and to increase the overall availability of agricultural 
produce to the populace. 


During 1978, agricultural output is to increase by 5.0 
percent. However, even if this target is met, total 
production will still be below 1976's level as a result 
of the sharp decline in 1977. 


With the general slowdown in economic performance, the 
consumer, who in recent years has experienced modest but 
real gains, experienced a slowdown in improvement in the 
standard of living. Retail trade, a measure of the 
availability of consumer goods, showed only a 3.2 percent 
gain compared with 7.3 percent in 1976. Figures on real 
incomes, which grew 4.5 percent in 1976, have not been 
released. Shortages of consumer goods and especially 
foodstuffs continued to affect the consumer. Non-essential 
goods remained in short supply and at high prices. The 
amounts of meat and poultry, eggs, bread grains, vegetables 
and fruits available on the market evidently were less than 
in 1976. Light industry increased output by 5.0 percent. 


Evidently, this slowdown in the growth of the standard of 
living will continue into 1978 as the Plan calls for 

only a 3.6 percent increase in real income and a 4.4 
percent increase in retail trade turnover. Apartment 
construction continued to fall well short of highly 
ambitious goals, and there was very little relief for 

the severe urban housing shortage. 


Bulgaria's foreign trade during 1977 expanded an impressive 
13 percent, well above 1976's rate of 8.4 percent. Total 
trade turnover reached 12 billion leva; however, 79 percent 
of Bulgaria's trade was with the other COMECON members. 

The Soviet Union continued as the dominant trading partner, 





accounting for 55 percent of Bulgaria's trade. The 

relative share of machines and equipment in total export 
volume reached 45 percent (largely in trade with other 
Eastern European countries). The vast majority of this 
intra-COMECON trade is conducted on the basis of annually 
negotiated bilateral trade protocols. In addition, Bulgaria 
participates in a number of joint projects with other 
Eastern European countries, mostly for the development of 
natural resources in the Soviet Union. For its participation, 
Bulgaria is to receive output from the projects that include 
the Orenberg natural gas pipeline, the Kursk metallurgical 
complex, the ''Peace" electric grid, and the Ust-Ilimsk 
cellulose plant. Bulgaria's contribution to these projects 
consists largely of skilled labor. 


As is the case with all the other Eastern European countries, 
Bulgaria has been accumulating a sizeable hard currency debt 
as a result of incurring sizeable trade deficits with its 
hard currency trading partners. The deficit has been 
partially offset by earnings from invisibles such as tourism 
and international trucking. Nevertheless, Bulgaria has 
accumulated a hard currency debt probably in excess of $2.5 
billion, and its debt-to-hard-currency earnings ratio is 

the highest in Eastern Europe. This fact does not seem to 
have caused major concern among international bankers as 
attested to by Bulgaria's continued ability to utilize 
Western financial resources at favorable terms. However, 
Bulgaria has undertaken a concentrated effort to reduce 

the size of this debt by holding down import growth and by 
trying to increase exports. In particular, Bulgaria has 
begun to resort increasingly to "counter" or "parallel" 
trade in connection with its own purchases from the West. 
While there is not a firm set of guidelines requiring that 

a certain percentage of each contract must be repaid with 
Bulgarian goods, Bulgaria increasingly favors arrangements 
that minimize the expenditure of hard currency. Still, 
Bulgaria will continue to make major hard currency expenditures 
for items not available from COMECON members. 


A LOOK AHEAD 


Overall, the economic showing of the second year of the 
current Five-Year Plan was not strong, and the goals for 

this year, and most likely for the remainder of the five-year 
period, have subsequently been reduced to more attainable 
levels. Nevertheless, the basic priorities remain intact. 
Industry is to receive the heaviest emphasis, particularly 
machine building, electronics, electrical equipment, and 
chemicals. Next in priority will be efforts to boost 
agriculture, and finally the consumer will be expected to 
wait a bit longer for substantial improvement in the standard 
of living. 





As Bulgaria moves from a period of extensive to intensive 
economic development, the rapid growth rates of the past 
will be more difficult to maintain without significant 
structural changes. The economy is already troubled by low 
labor productivity, inefficient management, unused plant 
capacity, and obsolete or outmoded production techniques. 
While these problems are recognized, existing efforts to 
improve the situation have not proven successful, and 
organizational and personnel changes aimed at dealing with 
these problems will continue to be the norm. Nonetheless, 
Bulgaria is determined to develop an industrial base and 
will continue to devote considerable effort and resources 
to priority areas of the economy even if this entails uneven 
performance or dislocations in other sectors. 


For the foreseeable future, mineral resource development 
coupled with programs aimed at reducing raw-material inputs 
and wastage will have a high priority as Bulgaria tries to 
limit its growing dependence, and expenditures, on imported 
raw materials. Exploitation of existing resources including 
marble, copper, and other nonferrous metals will continue, 
and Bulgaria will extend its search for new raw materials 
including petroleum onto the Black Sea shelf. There are 
also ambitious programs to expand the output of electricity 
by increasing the number and capacity of thermo, hydro 

and nuclear fueled electric power plants. Nevertheless, 
Bulgaria is not richly endowed with natural resources and 
will continue to import the vast bulk of its energy 
resources and other raw materials from its current supplier, 
the Soviet Union. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


In recent years, Bulgaria has increasingly turned to the West 
for goods and technology to supplement what it can obtain 
from communist markets. U.S. firms have participated in 

this upturn of trade with the West although not to the 

extent that the Western Europeans and Japanese have. Neverthe- 
less, U.S.-Bulgarian trade has increased substantially in 

the last six years, from $3.5 million in 1972 to $41 million 
in 1977. Compared to 1976, trade in 1977 showed a large 

drop from 1976's level of $70 million. However, the decrease 
was due largely to an almost 50 percent decline in Bulgarian 
exports of tobacco -- their number one export to the U.S. -- 
and a sharp drop in U.S. agricultural exports. U.S. exports 
of nonagricultural products actually showed strong growth, 
moving to $21.4 million in 1977 from $11.7 million in 1976. 
Furthermore, the full extent of U.S.-Bulgarian economic ties 
is somewhat understated because much of the trade in 





chemicals, electronics, and other products is handled by 
European subsidiaries of United States firms and thus does 
not appear in U.S. statistics on U.S.-Bulgarian trade. 


One of the principal stumbling blocks to increased U.S.- 
Bulgarian trade, according to many Bulgarian officials, 
continues to be the high tariff duties Bulgaria faces as 

a consequence of not having a most-favored-nation trading 
agreement with the U.S. This has hampered Bulgarian 
efforts to increase exports to the U.S. and earn hard 
currency for additional purchases. However, Bulgaria has 
been willing to work within the present framework of 
existing conditions to improve trade with the U.S. American 
know-how, advanced technology, machinery, and equipment is 
eagerly sought to maintain industrial growth and to improve 
agricultural performance. 


In particular, Bulgaria will require labor-saving and 
energy-saving techniques, processes, and equipment to meet 
the declining rate of growth of the labor force relative to 
the economy's needs and to meet the worldwide need to reduce 
energy and raw material industrial inputs. In addition, 
there has been increasing attention paid to improving 
environmental quality. This may open up opportunities in 
the field of pollution control devices for heavy industry, 
especially steel, chemical, and cement plants, and in waste 
water technology. Bulgarian authorities, for example, have 
set as a goal the improvement of air quality in the region 
affected by the Kremikovtsi metallurgical combine near 
Sofia by the 1980's. This will require large expenditures 
for sophisticated control devices. 


The leading sector of Bulgarian industry is machine building. 
This sector is important for Bulgaria's trade within COMECON 
and Bulgaria has expressed strong interest in U.S. technology 
and know-how for the development of its machine tool industries. 
In particular, there is strong interest in numerically 
controlled machine tools. Opportunities include production 
licenses and specialized equipment for use in Bulgarian 

plants. Construction equipment and systems for production of 
building materials are also areas with substantial commercial 
potential. 


The Bulgarian electronics industry continues to rely on numerous 
Western components. American computers are strong competitors 
for a wide range of computer needs, from large systems to 

small, special purpose machines. Bulgaria is a producer 

within the COMECON framework of magnetic discs and tape 

drives and calculators and is interested in cooperation in 

this area. In the fields of communications and avionics, 
Bulgaria also looks to the West for many of its complex 
equipment needs. 





The chemical and rubber industry plans to expand rapidly 
its capacity for production of petrochemicals and petro- 
chemical products in the next few years. With the start of 
the Orenberg natural gas deliveries to Bulgaria, new 
opportunities will open up in the petrochemical industry. 
Opportunities also exist for licensing new pharmaceuticals 
and cosmetics. A number of large projects are slated for 
completion during the current Five-Year Plan, including a 
multimillion dollar expansion of the Devnya chemical complex. 
Although much of the basic engineering and equipment for 
these facilities -- as in other segments of Bulgaria's 
economy -- will be of Soviet origin, Bulgaria has indicated 
a high interest in American equipment for process control 
and automated operation of the new plants. 


In the field of agriculture, Bulgaria's policy of 
mechanization will require large purchases of farm equipment. 
Bulgaria will also continue to seek imports of live cattle, 
swine, and frozen semen to upgrade the quality of its herds. 
Bulgaria's need for agricultural chemicals is also a source 
of potential U.S. sales. The program to bring more land 
under irrigation could also open up possibilities. In addition, 
opportunities exist in the areas of food processing and 
handling and meat and dairy processing equipment. Perhaps 
the largest single opportunity for sale of equipment and 
services is presented by the Silistra complex, a 300,000- 
acre integrated agrobusiness operation. Although the 

planned development of the region evidently will be stretched 
out over a period of time, it eventually will encompass 

grain production, animal raising, and meat processing. 


Bulgarian laws do not permit foreign firms to make direct 
equity investments on Bulgarian soil, but cooperation and 
buy-back arrangements are strongly encouraged as a means of 
reducing hard currency expenditures. Counter trade agree- 
ments in particular have become more important as efforts 

to reduce hard currency deficits continue. This means that 
flexibility and creative efforts will be increasingly 
necessary for major sales of equipment, projects, and 
technology. It is extremely important to the U.S. business 
community that it modify its marketing to suit the Bulgarian 
market. Final price on bids, rather than expensive 
embellishments on equipment, often plays the decisive role 

in determining who will receive a contract. Multiple bidding 
and lengthy negotiations are the rule, and most firms must 

be prepared for an offer of Bulgarian goods in partial payment. 


Although the structual complexities of the Bulgarian Government 
and the difficulties of contacting the appropriate officialsearly 
in the marketing strategy are often definite obstacles in some 
commercial negotiations, Bulgarian officials are beginning to 
show greater understanding of Western business methods; 





this will tend to make the mechanics of commercial activity 
somewhat easier. In addition, improvement in U.S.-Bulgarian 
political relations is reflected in commercial relation- 
ships as well. This past year the United States saw the 
Signing of several important governmental agreements 

and more are expected to follow. Last year the united States 
officially participated at the Plovdiv International 

Trade Fair, as it has for the past several years, and three 
Technical Sales Seminars were sponsored by the Department 

of Commerce. In 1978 the United States will again have a 
pavilion at the Plovdiv Fair in September and Technical 
Sales Seminars on petrochemical processing equipment, meat 
and dairy processing equipment, and garment production 
equipment are now scheduled during the year. In addition, 
the Bulgarian-U.S. Economic Council, sponsored in part by 
the U.S. Chamber of Commerce, will hold its annual meeting 
in Sofia. 


Available by subscription from the Superintendent of 
Documents, GPO, Washington, D.C. 20402. Annual subscription, 
$3750. Foreign mailing, $9.40 additional. 

Single copies 50 cents, available from Publications 

Sales Branch, Room 1617, U.S. Department of Commerce, 
Washington, D.C. 20230. 
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A Country Marketing Manager is responsible for a country 
or group of countries as listed below. Assistance or informa- 
tion about marketing in these countries may be obtained by 
dialing these key people directly: 202-377 plus the given 


extension. 


Area Extension 


Africa 


Algeria, Libya, Morocco, Tunisia 
Remainder of Africa (except Egypt) 
Europe 


France and Benelux Countries 

Germany and Austria 

Italy, Greece and Turkey 

Nordic countries 

Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 


Far East 


Australia and New Zealand 
East Asia and Pacific 
Japan 

Southeast Asia 


Latin America 


Brazil, Argentina, Paraguay and Uruguay 

Mexico, Central America, and Panama 

Remainder of South America and Caribbean 
countries 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 

Iran, Israel, Egypt 
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USSR 
Peoples Republic of China 
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3944 
3848 
2795 
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2425 
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2314 
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